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They have warned that without the
extra money promised in the bill
they will have to cut courses and
sack staff.
The Russel Group of large,
research intensive universities has
warned that without variable fees
they may have to favour
postgraduates and overseas
students over home
undergraduates. Malcolm Grant,
provost of University College
London said: “We would look at
UCL becoming increasingly a
postgraduate institution. That
doesn’t mean we would cut
undergraduate numbers, but the
business case means it would be
foolish to expand home
undergraduates and, if we can
expand, our preference would be
towards postgraduates.”
Meanwhile many universities
are carrying out a major
restructuring of their research
programmes, with serious
consequences for some
departments. Only the highest
ranked departments are likely to
win sufficient infrastructure funds
to support leading-edge research.
King’s College London is to axe
much of its life science provision
partly because of a comparatively
low rating in the last research
assessment exercise. King’s
intends to reduce life science
teaching and research in areas
including biosciences,
environmental sciences,
environmental health and
microbiology.
A statement issued by King’s
says that while applications to
biochemistry remain buoyant,
both biological sciences and
environmental sciences have seen
a significant decline in numbers.
Peter Cotgreave, director of the
campaign group Save British
Science, said: “This isn’t a story
about a university in the middle of
nowhere that has been
underfunded for years. King’s is a
university with an international
reputation.” He warned that King’s
was setting a worrying precedent
and placed struggling science
courses across the country in a
dangerous position.
Other institutions are
attempting to bolster their
research strengths ahead of the
next assessment exercise. Queen
Mary, University of London,
advertised up to 48 professorial
posts last month. Significant
numbers of new chairs have been
or are being created at Royal
Holloway, Birmingham,
Manchester, Nottingham,
Sheffield, East Anglia and
Aberdeen universities.
Allowing different universities to
charge variable fees has long
been part of the US higher
education landscape and a key
strategy to encourage universities
to compete for student
enrolments. Higher education
functions in a complex and
competitive market, where the
price charged can vary from
$1,000 to more than $30,000 a
year. Under this pricing system,
students are able to make tuition-
fee levels a key part of their
decision about which university to
attend.
But one of the lessons of the US
system is that price competition
can drive the overall averages
higher, making access to higher
education for low-income and
minority students increasingly
difficult, says Jamie Merisotis,
president of the Institute of Higher
Education Policy, Washington.
“Public sector tuition fees have
increased faster than the rate of
inflation for more than 20 years,
yet enrolments have continued to
rise. The cost of attending a
public university for four years is
increasing more rapidly as a
proportion of income for the
poorest quintile of families
compared with other income
groups,” he says.
He warns that those who
believe that higher education
results in great public benefits
have failed in their arguments over
the past decade. Most of the
public pronouncements “almost
always focus on the fact that
going to college enhances
personal economic status. The
rich combination of societal and
individual benefits of higher
education is largely overwhelmed
by the reality that degree holders
make an average of $1 million
more over their lifetimes than non-
degree holders.” 
A lesson from the US
experience, then, is that variable
fees are neither a great salvation
for higher education’s ills, nor are
they a great evil that will destroy
the basic fabric of the academy.
Instead the focus must be on
ensuring that access to higher
education remains a priority, he
believes. And science
departments in Britain will be
hoping that any additional fee
system will not detract students
from pursuing science courses on
the basis of cost.
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Few things in Germany have a
longer and more idealistic history
than its universities. Back in the
times of mediaeval dukedoms,
setting up an endowment for a
new university was the
trademark of enlightened rulers,
whose generosity is still
remembered today by the names
of venerable institutions like the
Ruprecht-Karls-Universität
Heidelberg (founded in 1386) and
the Philipps-Universität Marburg
(1527). To them, and later to the
19th century humanist Wilhelm
von Humboldt, who set up the
first university in Berlin, the
immaterial value of education
must have appeared
incommensurate with the cost of
a few buildings and staff
salaries. 
What a difference a few
centuries make. Today’s
politicians increasingly see the
cost of higher education as an
undue burden on their budgets. In
Germany, the ideals of the past
are still sufficiently present to
make tuition fees of the kind
discussed in Britain a taboo. But
on the other hand, stagnating
state investment in higher
education is eroding the quality of
the service that universities can
offer, thus opening the
opportunity for private institutions
to offer a more efficient service to
fee-paying students. 
The first in the swelling tide of
privately funded, fee-charging
universities was the University
Witten/Herdecke, set up in the
early 1980s (www.uni-wh.de). It
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offers a broad range of subjects,
including medicine, biosciences,
economics and general studies.
About one third of its budget
comes from donations, although it
is now hoping to increase revenue
from other sources including
tuition fees and further education
programs. Other universities
followed with similar approaches,
funded by a combination of fees
and donations. 
With the beginning of the next
academic year, however, there will
be a new kind of private
university. The Hanseatic
University based in the historic
sea harbour Rostock on the Baltic
coast will be run as a company,
for the benefit of its shareholders
(www.hanseuni.de). Next October
it will register its first intake of 130
fee-paying students; management
and economics will initially be the
only subject they can study. The
rather ambitious plan is to
increase the student roll to 5,000
within ten years, while also
broadening the range of subjects. 
How on earth does anybody
come up with the idea of creating
a university to make money? In
the beginning there was a
business plan competition. Peter
Pedersen and Knut Einfeldt, who
were partners in a management
consultancy in the northern state
of Schleswig-Holstein, sent in a
business plan for a private
university and won the first prize.
And then they went on to put their
plan into practice. As higher
education in Germany is under the
authority of the Länder (regional
state) governments, there are
subtle differences between the
conditions in different areas.
Pedersen and Einfeldt identified
the neighbouring state of
Mecklenburg-Vorpommern as a
suitable location for their project. 
Initially, they negotiated with
authorities of the state capital
Schwerin, but then found the local
government in the city of Rostock
more cooperative. In September
2003, they registered the limited
company “Private
Hanseuniversität GmbH & Co.” at
Rostock city hall and started
handing out shares. 
A place on the fast-track course
essentially tailored to the
demands of businesses for young,
versatile, academically trained
management candidates will cost
around 80,000 Euros (compared
with 15,000 to 30,000 Euros at
Witten/Herdecke). Presumably,
some parents already on the
higher management echelons will
be pleased to pay this kind of
money if they feel it opens their
children a faster path to the top.
They may even get a discount if
they are shareholders as well. In
other cases, young hopefuls may
come to an agreement under
which their future employer will
pay for the cost of the training in
return for a contractual
commitment. 
But will the business plan
work? Faced with the reminder
that none of the other private
universities in Germany ever
returned a profit, the founders
retort that the others didn’t really
try, as they were designed to run
as charities. They also point to
the US where some private
universities have returned profits.
However, these are typically
focussed on part-time learning,
and they operate in a market
where tuition fees are common,
so they do not provide an obvious
precedent for the Hanseatic
University. 
The German media are looking
on in quiet amusement. To
anybody familiar with the German
tradition that the Abitur entitles you
to study (almost) whatever you
want for (nearly) as long as you
want to and for free, the idea of
paying big money to get those
wonderful university years behind
you even faster must seem at least
somewhat mad. It is just about
conceivable that the niche market
of affluent managers who want
their offspring to join their ranks as
fast as possible will provide a
sound client base for this particular
university. The approach might
also work for equally affluent
medical doctors or dentists and
presents a worry for those working
in less commercially oriented
subjects. However, the endlessly
struggling private university of
Witten/Herdecke demonstrates
only too clearly that the ambition to
provide a full spectrum of
academic subjects (including those
that are of no immediate use to the
economy) will continue to depend
on the state’s or private donors’
generosity for some time to come. 
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Moneymakers: Students attend a conventional lecture but a new German university
hopes to turn such an activity into profit. (Picture: Science Photo Library.)
